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Penelitian ini bertujuan untuk menganalisis pengaruh pengungkapan corporate social responsibility terhadap kualitas laporan keuangan dan mediasi pengungkapan corporate social responsibility pada tata kelola perusahaan terhadap kualitas laporan keuangan. Kualitas laporan keuangan berperan sebagai variabel dependen yang diukur dengan manajemen laba (RAM). Pengungkapan corporate social responsibility dan tata kelola perusahaan berperan sebagai variabel independen yang diukur dengan indeks CSR dan indeks CGI. Penelitian ini menggunakan kerugian arus kas operasi, laba, rasio hutang, volatilitas pasar, dan siklus operasi sebagai variabel kontrol. Sampel penelitian ini adalah perusahaan manufaktur yang terdaftar dalam Bursa Efek Indonesia selama periode
 [2013] [2014] [2015] 
INTRODUCTION
Many researchers have studied Corporate Social Responsibility (CSR) as a subject that closely related to the performance of an organization. World Business Council's report on sustainable development categorized companies disclosing CSR issues into employee equity, human rights, environmental protection, community participation, supplier relations, transparency and disclosure, and stakeholder equity (Chiang, He, and Shiao, 2015) . The obligation to apply CSR in Indonesia is stipulated in Law No. 25, 2007 on Capital Investment (UUPM) and Law No.40 of 2007 on Limited Liability Company (UUPT) stating that every investor or company has an obligation to carry out social responsibility of the company (Yintayani, 2011) . The voluntary and transparent disclosure of CSR on the financial statements is important because high quality of financial statement will not only * Corresponding author, email address: 2 andrianbp1589@live.undip.ac.id used as the basis for decision making on investment but also it increases the value of the company. The assumption of agency theory, however, suggested that managers are occasionally selfish and disclose the CSR only when it makes a profit. Based on this theoretical assumption, the company invests CSR only to disguise profit manipulation, which can affect the financial statements quality negatively (Prior et al., 2008) . Furthermore, the level of profit manipulation done by corporate managers can be influenced by the degree of independence and corporate governance. If the degree of the earnings management is high, the quality of the financial reports will be lower (Chiang et al., 2015) .
Furthermore, companies disclosing CSR might affect the financial report in both positive and negative ways. Positively, the companies' disclosure increases the profit and the value of the firms; while, in negative way, the disclosure might be used to cover the earning management. The earning management taken place in a company can be influenced by corporate governance, as (Chiang et al., 2015) stated that good corporate governance decreases earning management; while, bad corporate governance increases earning management. Therefore, corporate governance, CSR disclosure, and quality of financial statements were closely related. However, the point that makes this study different from the previous ones is that the variable of the financial report's quality is proxy by earning management, in which the proxy could clearly describe the quality of the financial report; and, the population are companies listed in Indonesia.
Given this situation, the objectives of this study were to analyze and find empirical evidence of the influence of CSR disclosure on the financial statements quality and the mediation disclosure of CSR on the influence of corporate governance on the quality of financial statements.
THEORETICAL FRAMEWORK AND HYPOTHESES
CSR disclosure might affect the quality of the financial statements in a positive or negative manner. The positive influence takes place when CSR disclosure is reported voluntary and transparent. However, a negative effect occurs when CSR disclosures are made solely for profit oriented by disguising earnings manipulation by corporate managers. In addition, corporate governance can also affect the level of profit manipulation by managers by disguising the CSR disclosure resulting in low quality of corporate financial statements. Apart from the discussion, there were factors might affect the quality of the financial statements indirectly consisting of operating cash flows, corporate profits, debt ratios, risks to company assets, and operating cycles.
The Influence of CSR Disclosures on the Quality of the Company's Financial Statements Financial statements quality has been used as the basis for making decisions of an investment; the higher the quality level of the financial statements is, the more increase the value of the company will be. However, the agency theory assumption revealed that self-interest driven managers disclose CSR as an instrument and only promote activities of CSR when it generates profit (Karnani, 2010) . Nevertheless, companies can also develop CSR even though it may reduce profits from corporate's stakeholders (Reinhardt, Stavins, and Vietor, 2008 ); yet, CSR disclosure positively affect the quality of the financial statement (Selewski and Zulch, 2012) . In this case, the level of earnings management by managers might be lower, but the quality of the financial reports would be high. H1. CSR disclosure positively affects the quality of financial statements of a company.
Mediation of CSR Disclosure on the Influence of Corporate Governance on the Quality of Financial Statements Previous studies showed that based on agency theory, corporate governance influences financial report's quality. Using one of the variables of governance mechanism -the independence of the board of commissioners -the result showed that the higher the independence of the board of commissioners is, the lower the possibility of the earning management to happen will be (Dechow et al., 1996; Hillman and Dalziel, 2003) . Meanwhile, other studies using stewardship theory showed that corporate governance affects the CSR fund spent by a company; therefore, board of directors will combine both personal and corporate interests (Davis et al., 19970) .
The agency theory stated that the closer the relationship between the company and stakeholders is, the more active the company to invest in CSR and disclose it in the company's financial statements will be. In addition, corporate governance can also affect the level of profit manipulation performed by managers by disguising CSR disclosure (Chiang et al., 2015) . Thus, there might be a mediation between the influences of corporate governance and the quality of financial statements. H2. CSR disclosure mediates the influence of corporate governance on the financial statements quality. The influence of Corporate Governance on the Quality of the Financial Statement According to agency theory, the mechanism quality of the corporate governance influences the financial report's quality of a company. Previous study showed that dualism of CEO as a result of board of directors also function as board of commissioners causes supervision function decreases leading to the intention of doing earning management resulting the inconclusive of the financial report (Core et al., 1999; Shivdasani and Yermack, 1999; Anderson et al., 2004) . Therefore, the hypothesis 3 is formulated as follows:
H3. Corporate Governance positively influences the quality of the Financial Report
RESEARCH METHOD
The dependent variable was financial statements quality, and the independent variables were CSR disclosure and corporate governance; while, the control variables were operating cash flow losses, corporate profits, debt ratios, risks on corporate assets, and operating cycles. The quality of the financial statements was measured using earnings management (RAM) of Roychowdhury (2006) . He proposed that profit management measurement is divided into cash flow from abnormal cash flow operating (AB_CFO), abnormal production cost (AB_PROD), and abnormal discretionary expenditure (AB_DISEXP). The comprehensive index for earnings management (RAM) is -AB_CFO + AB_PROD -AB_DISEXP. The measurement model did not use discretionary accruals because, according to some researchers, the model has not been able to disclose the complete conditions of earnings management practices as they ignore the relationship between cash flow and accrual transactions (Kothari, Leone, and Wasley, 2005) .
The CSR disclosure was measured using CSR disclosure index (Sembiring, 2005) . The measurement was conducted by giving a value of 1 on each item if the company did the disclosure of the item, and a value of 0 if the company did not disclose the item. The value of each item was summed up to be an overall company value. Furthermore, the CSR index was obtained by dividing the overall company value by the item that should be disclosed by the company, and Corporate Governance Index (CGI Index) was used to measure corporate governance (CG) (Black et al., 2006) . The measurements was done by giving a value of 1 on each item if the company did the disclosure of the item, and a value of 0 if the company did not disclose the item. The value of each item was summed up to be the company's overall value. Furthermore, the CGI index was obtained by dividing the overall company value by the total item that should be disclosed by the company.
The control variable of negative cash flow operating (NEGCFO) and corporate earnings (LOSSD) was measured by dummy variable; while, debt ratio (LEV) was measured by dividing the total liabilities to the total assets of the company. The risk on the company's assets (BETA) was measured by market volatility, while operating cycle (OC) was measured by the average number of days the collection of receivables and the average number of days of inventory turnover. The control variable was used because the quality of the company's financial statements will also be influenced by the company's financial ratios, in other words, the company's financial ratios reflected the quality of financial statements. Based on these criteria, the total manufacturing companies in Indonesia sampled was 78. Within three years of research, 2013-2015, the total sample was 234.
This study used secondary data obtained from pre-existing data generated from the annual report in [2012] [2013] [2014] [2015] 
147
Companies that do not use rupiah currency.
Companies that do not publish a full yearly report in 2012-2015 in a row.
Number of sample companies 79
Total number of samples (3 years)
237
Outlier Sample
Total final sample 234
Source: Primary Data Processed, 2017. Table 1 shows that there are 147 manufacturing companies listed on BEI in 2012-2015. However, after analyzing the data based on the criteria, there were 78 companies listed on the BEI in 2012-2015 that met the criteria to be studied. Therefore, the total final samples observed for this study were 234.
Descriptive statistical analysis shows information on the number of samples, minimum values, maximal values, mean values, and standard deviations of the samples used in the study. Table 2 is a descriptive statistic of the eight variables identified. 
The autocorrelation test was performed
based on Durbin-Watson (DW) value. The results showed that the DW value was 1.862, which had a value of greater than du which was 1.83771 and less than 4 -du (4 -1.83771 = 2.16229). So, it could be concluded that this research model had no autocorrelation. Based on the calculations using multiple linear regression equations and Sobel test, the result is as follows: Source: Secondary data processed, 2017. Source: Secondary data processed, 2017.
The result of the regression test supports the hypothesis if it matches as it predicted. Tables  3 and 4 show the results of multiple regression test that underlies the decision whether the hypothesis is accepted or rejected. Figure 1 shows the influential relationship directly and mediation. The first hypothesis (H1) stated that CSR disclosure positively affects the quality of corporate financial statements. The result of the first hypothesis tested proved that the CSR disclosure significantly and negatively affected earnings management as shown in table 3 that the value of the t table was-2.443 and significance at 0.015 or the value was lower than 0.05. The negative effect of the CSR disclosure on earnings management suggested that the level of the earning management level was low. Mostly, a low level of earnings management might result in a high quality of financial reports. Therefore, the disclosure of CSR positively affected the quality of financial statements; thus, the first hypothesis is accepted.
This finding was in accordance with the one of Chiang et al. (2015) that a company disclosing CSR can reduce its involvement in earnings management; as a result, the company can provide relatively more transparent financial information and improve the quality of the financial statements. In such a case, managers not affected by self-interest when making a decision on company's policy might avoid behaviors to the detriment of the company by refraining from disguising profit manipulation using CSR. Such behavior could produce highly qualified financial reports. This study was in line with the one of Reinhardt et al., (2008) stated that based on agency theory companies also develop CSR even though it can reduce the profits of corporate stakeholders. Therefore, managers are not affected by selfinterest when pushing company policies.
The second hypothesis (H2) stated that CSR disclosure mediates the influence of corporate governance on the quality of financial statements. The results of the second hypothesis tested suggested that the second hypothesis (H2) was rejected proven by the Sobel test, which showed the absence of mediation disclosure of CSR on the influence of corporate governance on the quality of financial statements. The result of the Sobel test was that the t value was equal to -5.756, which was smaller than the t table of 1.97 at the significance level of 0.05. Thus, the hypothesis tested was not in accordance with the finding of Chiang et al., (2015) .
However, the test result indicated that the corporate governance with qualified financial statements significantly and negatively had a direct relationship. This result was proven by the statistical t tests exhibited in table 3 that the value of direct influence between corporate governance and financial statements quality was t -2.103, significance at 0.037, or lower than 0, 05. This finding showed that there was no mediation upon CSR disclosure on the effect of corporate governance on the financial statement quality. The reason was that the results of direct influence indicated that good corporate governance could reduce the level of earnings management performed by managers. Low level of earnings management meant that the quality of corporate financial statements could be improved. Besides, corporate governance system would control and supervise directly and effectively to reduce the level of earnings management performed by managers. Thus, corporate governance had no effect on the level of earnings management performed by managers through CSR disclosure. This study did not support the results of the previous studies showing that the mechanisms of corporate governance on the structure of the board can influence CSR investments. The results of the study indicated that the mechanism of efficient corporate governance can produce a strong level of CSR performance. The results of this study also did not support agency theory stating that the closer the relationship between the company and stakeholders is, the more active the investment in CSR will be. Therefore, the company could be more maximizing its social activities and disclosed them in financial statements.
Hypothesis 3 stated that corporate governance has a positive effect on the quality of the company's financial statements. Based on table 4, the significance value was 0,000, below 0.05. However, the beta was positive; so that, corporate governance would have a positive effect on earnings management (proxy for quality of financial statements). The conclusion that could be drawn was that hypothesis 3 was rejected because good governance would further reduce the quality of the company's financial statements. This showed that this result was not in accordance with the agency theory stating that good supervision will not be able to control the behavior of the directors for directors want greater personal benefits than the interests of the company.
CONCLUSION, IMPLICATION, SUGGES-TION, AND LIMITATIONS
Based on the results of multiple linear regression test and Sobel test, it can be drawn two conclusions. First, the disclosure of CSR conducted by the company proves to be significantly and negatively affecting earnings management. Company disclosing CSR will reduce its earnings management level to improve the financial statements quality. With the increasing quality of the financial statements, the disclosure of CSR has a positive effect on the quality of the company's financial statements. The second conclusion is that the direct influence of corporate governance on the financial statements quality as measured by earnings management significantly and negative-ly related. However, there is no CSR disclosure mediation on the effect of corporate governance on the quality of the financial statements. This shows that CSR disclosure of the quality of financial statements is in accordance with the agency theory, in which managers try to express the company's CSR activities in order to obtain personal benefits for their interests.bagi mereka.
This study has limitations related to samples which used only within the scope of manufacturing firms, so the scope is not broad enough. Besides, other limitations are related to the coefficient value of the determination (R2), which is still very low; 0.191 for model 1 and 0.123 for model 2; so that, the independent variable can only explain a little over the dependent variable.
Based on the existing limitations, it is suggested further research needs to extend the scope of the sample; so that, it becomes more widespread throughout the company. In addition, it is necessary to add other factors that may affect the financial statements quality. Companies need to pay attention to other factors that may affect the financial statements quality even though this research proves that CSR disclosure and corporate governance can affect the financial statements quality as measured by earnings management significantly.
